Northern Europe -a successful region
Does Northern Europe possess unique characteristics that cannot disappear and do not need to disappear, or will globalisation inevitably result in uniformity, divested businesses, lower wages and huge pressure on social security provisions? This is one of the main questions addressed by this book, which is the result of a research programme undertaken by the Professorship International Business of the Hanze University of Applied Sciences in Groningen.
The process of globalisation is one of the defining trends of recent decades. Companies now spread their production activities and sell their products worldwide, investors operate globally, entrepreneurs have to contend with competitors on the other side of the world and there is labour migration and immigration. Within this globalisation process we are witnessing the emergence of regions with unique characteristics and specialisations -regions that often defy national borders. When evaluating potential business locations, companies look at regional characteristics. Should we opt for Northern Europe or Southern Europe, should we set up business premises somewhere in Southeast Asia, would China be preferable, or should we seek business premises in the Southern or Northern Netherlands? In this book this so-called 'glocalisation' process is discussed in relation to the debate regarding the way economic systems are structured. What is the best way for us to reshape our society and our businesses in response to globalisation and the associated challenges such as demographic developments, computerisation and the struggle to preserve natural resources (sustainability)? At the moment our economies appear to be trapped in an unhealthy status quo that cannot resolve the economic challenges that now confront them, hence the assiduous search for a new and different analytical framework, a new paradigm for business management and government administration (see for example Balkenende, 2011 and Boutellier, 2011 ).
In the book we examine how companies respond to global developments. We also discuss the implications of these developments for entrepreneurs and whether knowledge institutions and governments play a part in creating a climate that is conducive to enterprise. We consider these issues from the perspective of different regions. Each region has its own distinct regional characteristics and its own distinct regional views on particular issues. As well as endeavouring to describe the key macroeconomic characteristics, we also consider how (entrepreneurial and policy-making) organisations should respond to the current macroeconomic challenges. In this respect we share the view of Elinor Ostrom (2009), winner of the Nobel Prize in Economics, who said in her acceptance speech that the problems we currently face need to be understood at different levels. Macroeconomic developments need to be assessed in relation to the response of businesses.
Global competition has prompted a search for the optimal combination of region and enterprise. Companies explicitly consider the characteristics of different regions. Of the systems adopted in Japan, the United States, China or Europe, for example, which is the most successful? Do entrepreneurs in different countries adopt different approaches? This makes regions part of a political debate. The zeitgeist has a significant influence on the choice of 'formula'. For the last thirty years Japan, the United States and Germany have been regarded as examples of ideal systems. This has now shifted to Asia in general and China and India in particular, and it may well shift to South America, with Brazil being a leading example, and South Africa in the near future. At the same time the debt crisis in Europe has created tension between northern and southern regions of Europe. The debt problems of Southern European countries could jeopardise the euro.
In the last twenty years researchers in the fields of economic science and business administration have published a great deal of research comparing social governance systems (which determine how society is organised) and corporate governance structures (which determine how enterprise is structured). Among other things the research findings show that Europe differs from the United Kingdom and the United States in that it has a social market economy, while the so-called Anglo-American countries have a free market economy. Others make further distinctions between Southern Europe, Northern Europe, Eastern Europe, the United States and the United Kingdom and various Asian systems (see for example Goodijk, 2008 and Segers, 2009 ). The different social governance systems all have their own strengths and weaknesses. Yet Anglo-American market thinking has predominated for the last thirty years. Policy-makers in general and economists in particular have promoted the idea that the effects of market mechanisms are beyond doubt (Stiglitz, 2010) . This is both a theoretical discussion and a political discussion. Which economic system do we believe will be most effective in resolving the challenges that now confront us? For the last twenty years the United States and the United Kingdom have served as the economic role model. Governments throughout the world have endeavoured to stimulate market mechanisms. In the wake of the financial crisis there is a search for other models that provide a framework for social and corporate organisation. The Asian model (Segers, 2009), the Rhineland Model (Albert, 1991) and the Nordic Model (Eklund, 2010 among others) for example, have all been advocated as alternatives. In all of these publications free market ideology is judged to be one-sided and undifferentiated and seen as a threat to the social structures that make economic progress possible. In the Rhineland and Nordic models long-term collaboration between social partners (employees, employers and the government), who work together to ensure business continuity in a social market economy, is considered to be very important. Long-term interests are a key factor in this respect. This approach is very different from market systems that prioritise the maximisation of shareholder wealth in the short term.
This book focuses on Northern Europe. In our region we are clearly doing something different and, as it happens, often something far more effective than 'market thinkers' would have us believe. In this context we see Northern Europe as the Netherlands, Germany and the Scandinavian countries. If we are aware of what we are doing better, we can improve it further still in order to meet the challenges of the future. Again we would reiterate that our comparison is not confined to purely macroeconomic terms, for we believe that Northern Europe can only be properly analysed if the relationship between macroeconomic characteristics and individual organisations is treated as a central factor. Collaboration between companies, government agencies, knowledge institutions and other public organisations is an important feature of economic systems, certainly in Europe. We explore the extent to which the area of the historical Hanseatic League (still) operates a single socioeconomic region and the extent to which the characteristics of the businesses in this area provide an answer to the challenges of a globalising economy. Does Northern European entrepreneurship offer an answer to global competition, the changing socioeconomic structure, the need to ensure corporate social responsibility and sustainability and the challenges involved in making the best use of new information technologies such as social media and the internet? Or does the emergence of a global economy mean a 'race to the bottom' -an economy in which all efforts are directed toward achieving the lowest possible price, a dog-eat-dog economy in which companies, countries and regions are forced to rely entirely on their own efforts? We look at how the Northern European economy relates to the free-market and social market models and we identify the elements of the different models that form the economy of the Northern European region. We also identify the specific characteristics, strengths and weaknesses of the Northern European economy. Our research is summarised in Figure 1 In the chapter summaries that follow we start by discussing the big global trends now facing countries and companies and to which they are forced to adapt. They we explain why we need to view the economy from a different perspective and, in the next chapter, why, seen from this perspective, Northern Europe as a region is a success. Then we show that companies in Northern Europe are successful on the basis of their own principles and we end by drawing conclusions.
Megatrends -challenges for companies and regions
The world is changing. There are national and international political developments, economic developments and technological innovations and new products and services are constantly being brought onto the market. Companies and policy-makers respond to these developments. It is important to understand the societal changes that lie behind these developments: the so-called megatrends. Megatrends are trends that have a major influence. They differ from the developments mentioned above in that they influence the development of societies for several decades (Naisbitt, 1982) . -Globalisation: Global production and sales, international capital investments, international competition, outsourcing and offshoring, labour migration and immigration.
):
-Technological developments: These include both 'new' technological disciplines, such as nanotechnology, biotechnology and cognitive sciences, and developments in the field of IT and social media. -Sustainability: Scarcity of raw materials and energy, environmental pollution, solutions designed to address these issues and corporate social responsibility. -Demographic developments. These include population ageing, lower birth rates (in the West), consequences for the labour market, the quality of the labour force and labour migration. As a result of these demographic developments emancipation and individualisation have become increasingly important in recent decades, certainly in the Western world. 
What makes Northern European businesses successful and what role do governments and knowledge institutions play in their success?
The process of globalisation also involves a kind of counter movement which is referred to as 'glocalisation'. As global collaboration, trade and exchange intensify certain countries or certain regions within and between countries start operating as a single entity (Sorge, 2005) . Companies seeking a business location in Europe are a simple example. These companies will consider several regions in Europe. The actual business location is generally not that important. Dicken (2011) has described the processes of globalisation and glocalisation in detail. Globalisation involves a complex of four processes, namely: -Localisation processes: the tendency towards geographical concentration of economic activities. The emergence of economic clusters such as Silicon Valley and the flower-growing region in the Netherlands are typical examples. -Internationalisation processes: the tendency for economic activities to occur all over the world, without a strong functional connection. For instance, beer is now brewed and cola is now drunk all over the world. -Globalisation processes: a wide geographical spread with a strong functional connection. The fact that mobile phones contain parts that come from all over the world is an example of a globalisation process. -Regionalisation processes: globalisation processes that occur within smaller geographical entities, such as supranational bodies (the European Union, NAFTA (Canada, Mexico and the United States), UNASUR (South American nations) and ASEAN (Southeast Asian nations) for example).
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In the introduction to his book Dicken states that globalisation does not mean that regional differences will disappear, or that there will no longer be any borders, or that the corporate sector will take over the role of the government or that globalisation is all good or all bad. It means that the economic playing field is changing and the role of companies, governments, countries, regions and technology is therefore changing accordingly. This has both positive and negative effects, which differ from one sector to another. Given that this is the case, what is the position of Northern Europe as a region in relation to these economic developments?
Northern Europe -a different perspective on economic development
In the wake of the financial crisis the dominance of neo-classical economic thinking has been broadly called into question. Most economists are fervent advocates of a liberal neo-classical world view. But such an approach is unable to solve the current social problems and to meet the challenges posed by the megatrends described above because it fails to attribute value to institutional relationships and does not acknowledge the role of ethical values on which trust is based. The thinking behind the free market model is rationalistic and places a strong emphasis on measurable results. This thinking is based on the principles of Taylorism and the financial gain of the shareholder or the 'principal-agent' relationship and it is especially predominant in the American and British economies in particular (Anglo-American model). In contrast to this perspective is the perspective adopted in Northern Europe in particular, which is based on the Rhineland model (the Netherlands, Germany, Austria, Switzerland and the Scandinavian countries) and the Nordic model (Scandinavia specifically). In the Northern European model a company is seen as a coalition of stakeholders.
We see the same dichotomy between economic science and management science. The prevailing ideology in economics is Anglo-American. This ideology takes a calculating view of humankind and analyses a company primarily from a financial point of view. The management science on which the Nordic and Rhineland models are based adopts a social view of humankind and includes a powerful movement that gives importance to socio-cultural elements such as group processes, creativity and expertise. These different perspectives have methodological consequences. From the one perspective -positivismthe idea of knowledge is based on the premises that 'to measure is to know' and speaking and thinking are done from a position of authority. The owner of capital or knowledge has the say. Contracts, protocols and rules are the primary 'management tools'. The other paradigm is more holistic and hermeneutic. Deferral to authority is supplanted by the principle of inviting people to speak from their own experience. Capital and knowledge are developed by everyone and belong to everyone. Personal relationships are the primary management tools.
We present a new perspective, a reflective approach to economic development that relates commercial and entrepreneurial activities to processes between different social groups. Economic efficiency is only regarded as a sound priority if it does not hamper the economic development of the different social groups. From this perspective economic development is defined not only in financial terms, but also in social and societal terms, while at the same time it is also accepted that these kinds of social values are not easy to measure. However it is essential that social values are recognised as important values.
The Northern European countries as an economic and cultural cluster Northern Europe as an economic cluster
The Northern European countries are closely linked in terms of their economies (see Table 1 ). 
Northern Europe as a socio-cultural entity
The Northern European countries are also closely aligned in terms of their culture. Hofstede's comparative study of national cultures (Hofstede, 2010) shows that there are remarkable socio-cultural similarities between the Netherlands, the Scandinavian countries and, to a lesser extent Germany (see Figures 1 and 2) . In all of the countries the power distance is relatively low. The countries are also individualistic (the scores for the Netherlands, Germany and Scandinavia are 80, 67 and 71 respectively). The Netherlands and the Scandinavian countries are also differentiated by their low scores for uncertainty avoidance (44 and 43 respectively). Germany has a higher uncertainty avoidance score (65) and also occupies a slightly different position on the femininity and masculinity scale. However, while there are minor differences in emphasis, the Northern European countries can be regarded as a socio-cultural entity, certainly in comparison with other countries. The socio-cultural differences are reflected in the socioeconomic structure of the countries.
Socioeconomic similarities
Esping-Andersen (1990) proposed a classification of welfare states. He divided welfare states into regime types based on size, the standard of amenities, organisation and the rights and obligations of the different parties. On this basis he identified three main types of welfare state: liberal, corporatist and social-democratic. In a liberal welfare state the standard of amenities is relatively low and benefits are generally means tested. The low standard of amenities is related to the allocation of limited social rights (rights to housing, education, income and work in particular) to individual citizens. In social-democratic welfare states the amenities are universal (in other words they are allocated to everyone) and they are also of a high standard. Social rights are most advanced in this type of welfare state. Rather than the emphasis being on the protection of the family (in the case of the corporatist welfare state) or on the market (in the case of the liberal welfare state), the emphasis is on increasing the independence and autonomy of the individual. 'Flexicurity' is a relatively new welfare state approach. It is easier for employers to dismiss employees, yet benefits are higher (albeit for a shorter period). This approach also involves the active creation of employment, intensive supervision of employees and lifelong learning. The flexicurity model is producing good results in Denmark (Leschke and Watt, 2008, Muffels, 2009). Corporatist welfare states occupy the middle ground between the other two types of regime. Rather than being primarily concerned with the operation of the free market, corporatist welfare states place the emphasis on the protection of status and preservation of status differentials. Given that this is the case, there is less redistribution between the social classes and redistribution tends to be horizontal (between similar social classes) rather than vertical (between higher and lower social classes). Table 2 lists countries according to their socioeconomic system. We see that all of the Northern European countries, with the exception of Germany, are social-democratic welfare states. Germany has a corporatist welfare state that is close to the social-democratic welfare state. The huge importance attributed to the family in Germany tips the scales towards corporatist system. However, Germany also has highly influential trade unions, pursues an active labour market policy, offers high job security and devotes a great deal of attention to education. These are all characteristics of social-democratic welfare states. Hall and Gingerich (2004) cluster countries according to their labour relations and the power and control of shareholders ('corporate governance'). In this context the dimension of labour relations is defined by the variables of system of wage coordination (national or sectoral), degree of wage coordination and labour market movements. We also discuss these variables in relation to the different types of welfare states. The dimension of 'corporate governance' refers to shareholder power, spread of power and the size of the stock market. The scores for these two aspects are plotted in relation to each other in Figure 2 . In the top right corner of the graph we see a cluster to which our Northern European countries belong (the Netherlands is abbreviated as NTH). In the bottom left corner of the graph we find a cluster of Anglo-American countries (the US, the UK, Canada, New Zealand and Ireland). Hence the socioeconomic principles adopted by these countries are also very similar.
Figure 2. Clusters of countries grouped according to the variables of labour relations and corporate governance (source: Hall and Gingerich, 2004)

The success of Northern European countries
The above-mentioned similarities between the Northern European countries and the similarities in their approach have led these countries to experience considerable success, not only economically but also in the area of welfare. 
Companies in Northern European countries
Companies in Northern Europe operate in accordance with their own views and principles. These views and principles are informed by the concept of man and the moral and social views that are predominant in the Northern European countries. The principal corporate management model in Northern Europe is the Rhineland management model. In the management literature this model is contrasted with the Anglo-American model. There are many different factors that can be used to compare the Anglo-American model with the Rhineland model. The factors listed in Table 4 are the ones used in our research. We used these factors to assess the megatrends and several of the associated developments that companies are now confronted with. The megatrends and associated developments examined by our research include flexibilisation as a response to globalisation, corporate social responsibility, participation in (temporary) networks when working on co-creation and open innovation projects, Smarter Working, New Ways of Working and the impact of social media on views on the organisation of labour and companies. The results are shown in Table 5 . In Table 5 we can see that, in most cases, in order to respond effectively to business-relevant developments companies need to operate in accordance with Rhineland principles. We can also see that in certain instances companies can choose whether to adopt an Anglo-American or Rhineland approach ('AA/RL' sections of Table 5 ). For example, companies can use Smarter Working and New Ways of Working to maximise profit in the short term. However this may undermine factors such as employee loyalty to an organisation (Solidarity) and the maintenance and development of Expertise. Furthermore, it is difficult to combine (the necessity of) operating in accordance with Rhineland principles in relation to some aspects with operating in accordance with Anglo-American principles in relation to other aspects. We draw the conclusion that the megatrends and associated developments we have described call for a method of organisation that needs to be strongly rooted in Rhineland principles. Companies that operate in accordance with these principles are better equipped to meet the challenges presented by the megatrends. Rhineland principles also provide more freedom for individual stakeholders. Individual employees have considerable influence and greater freedom (flexibilisation, co-creation, Smarter Working, New Ways of Working and social media). They commit to working for companies for shorter or longer periods on the basis of an alignment between their own interests and objectives and the mission and objectives of companies and/or projects. Different stakeholders align their interests and form agreements based on their interests, sometimes for the duration of a particular project and sometimes for a longer period. The rapid changes now taking place mean that the duration of collaborative alliances is becoming shorter.
ANGLO-AMERICAN RHINELAND
The success of companies that operate in accordance with Rhineland principles
Companies that operate in accordance with Anglo-American principles score well when it comes to productivity, returns, profits and shareholder value in the shorter term. However, over the longer term, companies that operate in accordance with Rhineland principles often score better. This has been confirmed by many studies, several of which are mentioned below. Over the period from 1926 to 1990, the 'cumulative investment gains' of the 'visionary companies' described by Collins and Porras (2000) were sixteen times higher than the market average. 'Visionary companies' are characterised by a clear mission, strong principles and the determination to contribute to society. They take small steps when introducing changes and innovations (emergent strategy), believe in the personal initiative displayed by employees and invest in their employees. O'Reilly and Pfeffer (2001) reviewed numerous studies and concluded that companies that put their employees first, invest a great deal in education and training, also issue bonuses to 'ordinary employees', operate as a team and strive to provide job security produce and deliver higher quality, have a lower staff turnover rate, are able to reduce costs which results in higher productivity, achieve higher revenue growth, are more profitable and have a lower business failure rate. Their report of their own study of successful companies with a strong competitive position (the criteria are not entirely clear) presents the following picture: the companies described in the study are successful because they have formulated a strong and clear corporate culture that forms the basis for their activities, they invest in people, they are open in providing information, they operate in teams, and they reward people for and acknowledge sound performance. We can conclude that companies that are organised in accordance with Rhineland principles are as successful as 'Anglo-American' companies from an economic point of view. If we consider social criteria we see that Rhineland companies gain noticeably better scores than 'Anglo-American companies'.
Northern European as a role model in a globalising economy
We conclude that Northern Europe has something to be proud of. Its society and its companies maintain sound social relations that have a positive impact on the innovation climate, the training level of employees (especially in the case of middle groups of employees) and the collaboration between social partners. At the same time this is also the Achilles heel of the region. There is widespread complaint that the existing socioeconomic relations stand in the way of essential changes in the economic structure and complicate the decision-making process. The introduction of market thinking in the eighties was prompted partly by the desire to do something to reduce the complexity of the decision-making process. Yet it is highly questionable whether this aim has been achieved. It sometimes seems that market thinking, deregulation and privatisation have simply added to the complexity and inflexibility. We therefore call for a revaluation of the societal and entrepreneurial principles embraced by the Northern European countries. Northern European problems need to be resolved in a Northern European way. There are enough best practices within these countries and their companies to prepare our region for the future.
We have shown where and why Northern Europe is able to compete in the globalising economy. Northern European societies and companies both have something to offer on a global scale. The region's strengths need to be further developed and consciously communicated. And the process of conscious communication means that, as well as knowing what needs to be changed -in order to make more flexibility possible for example, we also know what we can be proud of and what others can learn from Northern Europe.
Is the Northern European model a sustainable model that can be applied in the global economy? The answer to this question is a resounding yes. Northern Europe knows how to link the solidarity and trust based on its socioeconomic principles to economic and social success. This is accomplished through individuals, companies and institutions being allowed to self-organise to a large extent. This creates scope for (self-)reflection and continual improvement.
Northern Europe, characteristics and success factors
In recent decades market thinking has determined the thinking about the economy and enterprise in Northern Europe. Globalisation and technological development have meant that countries and companies can no longer confine their organisation to a national level. Market thinking appears to be able to provide a solution, yet it clearly falls short. Problems such as sustainability and the consequences of technological innovation cannot be resolved by rigid market thinking. A Northern European approach to the economy offers more possibilities. In placing excessive emphasis on regulations, contracts, command, control and standardisation market thinking results in rigidity. Northern Europe is better prepared to meet these challenges because it places the emphasis on collaboration and consultation in networks and companies, which means that trust plays a significant role.
It is important for Northern European entrepreneurs to value their collaborative approach. However this should not be interpreted as a call for the restoration of a traditional regime. It is necessary to bring greater self-awareness and critical reflection on principles to bear in responding to the changing globalising economy. Governments need to promote regional collaboration and operation within the context of collaborative alliances or clusters in all bodies of society. They also need to promote the engagement of individual actors in relation to each other, to create conditions and to support bottom-up initiatives.
Companies benefit from the development of regions and clusters because this facilitates innovation and the development of innovative capacity. They also need to engage in activities that actively contribute to regions and clusters and help to develop a collaborative culture. If collaboration transcends national borders, companies no longer fall under a single legislative system and simple rules. Companies in this situation will have to reach agreements and establish mutual regulations with the parties involved. The Northern European countries can learn a great deal from each other in the areas of knowledge development, education, social security legislation and collaboration between social parties: Germany is an exemplary country in the area of education, Finland provides an example of how to facilitate knowledge development and innovation, Denmark is achieving positive results with its flexicurity (flexible labour market) system, the Netherlands has the most advanced system when it comes to consultation between the social partners, and Sweden is an example of a system that protects individual interests and social security while also fostering the achievement of socioeconomic success.
Reflective network model
Our rapidly changing world is making flexibility a critical requirement for companies, governments and knowledge institutions. Management models that rely solely on legislation, rules, contracts and standardisation eventually turn out to be too inflexible. Our era calls for management models built on the basic philosophy of 'reflection' -models that create scope for the alignment of individual and collective interests. Individual institutions, companies and employees cannot be judged purely on the basis of their individual performance: their performance also has to be considered in relation to the organisation and society in which they operate, to which they contribute and on which they depend. Employees, entrepreneurs, managers and policy-makers must always take this into consideration when making decisions. There are no unequivocal guidelines Similarly, individual parties cannot hide behind their own limited individual interest: they too must consider the consequences for the collective. Entrepreneurs, trade unions, employees, politicians and individual citizens have a tendency to make decisions from a limited perspective that is confined to their own interest. Society and companies must ensure that they continually seek to productively exploit the tension between individual and collective interests. The Northern European business model shows how this can be done.
Serious attention is devoted to the tension between individual and collective interests within the Northern European model because institutional consultation occurs or is organised between the government, social institutions, companies and employees. Now the challenge is to continue to maintain and develop these consultative relationships in the future. The government must create the conditions that make this possible. It must also promote and possibly organise and -in view of the requirements imposed by the time in which we live -also help to develop these consultative relationships (Borgman, In this era of individualisation it is important that ideas and initiatives emerge from the bottom up and that the government and leaders within companies serve primarily in a supportive and facilitative capacity in this respect.
